The papers in this special issue of Mathematics and Computers in Simulation are substantially revised versions of the papers that were presented at the 2011 Madrid International Conference on "Risk Modelling and Management" (RMM2011). The papers cover the following topics: currency hedging strategies using dynamic multivariate GARCH, risk management of risk under the Basel Accord: A Bayesian approach to forecasting value-at-risk of VIX futures, fast clustering of GARCH processes via Gaussian mixture models, GFC-robust risk management under the Basel Accord using extreme value methodologies, volatility spillovers from the Chinese stock market to economic neighbours, a detailed comparison of Value-at-Risk estimates, the dynamics of BRICS's country risk ratings and domestic stock markets, U.S. stock market and oil price, forecasting value-at-risk with a duration-based POT method, and extreme market risk and extreme value theory.
Introduction
The 
Overview
This section presents an overview of the nine papers in this special issue of Mathematics and Computers in Simulation. Each of the nine selected papers in the special issue was fully reviewed by two referees, and represents a substantially edited, revised and/or extended version of what was presented at the conference. Papers in the special issue have been selected from a number of areas, namely currency hedging strategies using dynamic multivariate GARCH, risk management of risk under the Basel Accord: A Bayesian approach to forecasting value-at-risk of VIX futures, fast clustering of GARCH processes via Gaussian mixture models, GFC-robust risk management under the Basel Accord using extreme value methodologies, volatility spillovers from the Chinese stock market to economic neighbours, a detailed comparison of Value-at-Risk estimates, the dynamics of BRICS's country risk ratings and domestic stock markets, U.S. stock market and oil price, forecasting value-at-risk with a duration-based POT method, and extreme market risk and extreme value theory.
In the first paper, "Currency Hedging Strategies Using Dynamic Multivariate GARCH" [8] forecasts of a set of models as a Global Financial Crisis (GFC)-robust strategy by using an additional set of new extreme value forecasting models and by extending the sample period for comparison.
These extreme value models include DPOT and Conditional EVT. Such models might be expected to be useful in explaining financial data, especially in the presence of extreme shocks that arise during a GFC. The empirical results confirm that the median remains GFC-robust even in the presence of these new extreme value models. This is illustrated by using the S&P500 index before, during and after the 2008-09 GFC. The authors investigate the performance of a variety of single and combined VaR forecasts in terms of daily capital requirements and violation penalties under the Basel II Accord, as well as other criteria, including several tests for independence of the violations. The strategy based on the median, or more generally, on combined forecasts of single models, is straightforward to incorporate into existing computer software packages that are used by banks and other financial institutions.
In the fifth paper, "Volatility Spillovers from the Chinese Stock Market to Economic Neighbours" In order to capture these potential effects, the authors explore these issues using an Autoregressive Moving Average (ARMA) return model. A univariate GARCH model is used to test for the persistence of volatility in stock market returns, as represented by stock market indices. Univariate GARCH, multivariate VARMA-GARCH, and multivariate VARMA-AGARCH models are also used to test for constant conditional correlations and volatility spillover effects across these markets.
Each model is used to calculate the conditional volatility between both the Shenzhen and Shanghai Chinese markets and several other markets around the Pacific Basin Area, including Australia, Hong Kong, Japan, Taiwan and Singapore, during four distinct periods, beginning 27 August 1991 and ending 17 November 2010. The empirical results show some evidence of volatility spillovers across these markets in the pre-GFC periods, but there is little evidence of spillover effects from China to related markets during the GFC. This is presumably because the GFC was initially a US phenomenon, before spreading to developed markets around the globe, so that it was not a Chinese phenomenon. generally show greater sensitivity than economic and political risk ratings, and political risk is sensitive to both financial and economic risk ratings. Of the five BRICS, Brazil shows special sensitivity to economic and financial risks, while Russia and China hold strong sensitivity to political risk, and India demonstrates a special sensitivity to higher oil prices. Among the global factors, oil price is more sensitive to economic than financial risk, while the S&P 500 index reverses this relationship. The two American quantitative easings affect BRICS differently.
In the penultimate paper, "Forecasting Value-at-Risk with a Duration-based POT Method" [5] , Paulo Araujo Santos (University of Lisbon, Portugal) and Maria Isabel Fraga Alves (University of Lisbon, Portugal) analyse Value-at-Risk (VaR) using a different method. Threshold methods, based on fitting a stochastic model to the excesses over a threshold, are developed under the acronym POT (peaks over threshold). In order to eliminate the tendency to clustering of violations, the authors propose a model-based approach within the POT framework that uses the durations between excesses as covariates. Based on this approach, they suggest models for forecasting one-day ahead VaR. A simulation study is performed to validate the estimation procedure. Comparative studies with global stock market indices provide evidence that the proposed models can perform better than state-of-the art risk models and better than the widely used RiskMetrics model in terms of unconditional coverage, clustering of violations and capital requirements under the Basel II Accord.
The final paper is "Extreme Market Risk and Extreme Value Theory" [4] , in which David Allen (Edith Cowan University, Australia), Robert Powell (Edith Cowan University, Australia) and Abhay Singh (Edith Cowan University, Australia) investigate extreme market risk. The occurrence of rare yet extreme events, also known as 'Black Swans', seems to be more apparent in financial markets around the globe. This means there is not only a need to design proper risk modelling techniques which can predict the probability of risky events in normal market conditions, but also a requirement for tools which can assess the probabilities of rare financial events, such as the recent Global 
